
Instruction and Operation (I & O) Formula Study Committee 
University Formula Advisory Committee 

Texas Higher Education Coordinating Board 
September 9, 2003 

MINUTES 

Members present:  Phillip C. Diebel  (convening chair), Jesse Rogers, Sandra Harper,  Ken Craycraft , 
Mike Kerker, Bill Perry, John Opperman, and Guy Bailey. 
.
Members absent:  Larry King, Dana Dunn, Willie Tempton, and Karen S. Haynes, Sheldon 
Ekland-Olson, and James Simmons. 

Marsha Kelman attended for Sheldon Ekland-Olson, and Mike Ferguson attended for James Simmons.  
Claudia Stuart and Tom Kale also attended and participated in the discussion.  Jim Brunjes and Bill 
Nance will be provided with the documentation provided to the Study Committee. 

Phil Diebel convened the meeting in the Board Room of the Texas Higher Education Coordinating 
Board at 2:00 p.m. on September 9, 2003. 

Members of the Study Committee and the audience introduced themselves.   

Phil Diebel was elected as the permanent chair, and discussed the charge to the Study Committee.  All 
agreed that the focus of this group will be to evaluate and make a recommendation to the University 
Formula Advisory Committee regarding the cost analysis performed by the Ad Hoc Matrix Committee.  
The purpose of this analysis is to determine if the proposed all cost methodology is a reasonable and 
accurate approach to determining the relative weights of the Instruction & Operation (I & O) matrix. 

Jeff Phelps presented five models that had been developed.  Four of the models are different 
representations of Department Operating Expenses (DOE).  This is the element of the methodology 
about which the Ad Hoc Matrix Committee had the most debate.  The Study Committee discussed at 
some length the appropriateness of using semester credit hours or faculty salaries as the variable to 
allocate DOE. 

Mr. Diebel’s primary instruction to the Study Committee was to return to their institutions and discuss 
how DOE is to be allocated.  Mr. Phelps told the Study Committee that he would be sending them 
subsequent analysis by discipline that he and Mr. Diebel were developing.  Dr. Harper requested an 
analysis showing the results of using a 50 percent SCH and 50 percent faculty salary allocation of 
DOE.  Finally, the Study Committee wanted to see a breakout of research related DOE and the “Other” 
DOE that was subject to the various methods of allocation. 

The Study Committee will meet again on October 7, 2003.   The meeting was adjourned at 
approximately 4:00 p.m. 



Instruction and Operation (I & O) Formula Study Committee 
University Formula Advisory Committee 

Texas Higher Education Coordinating Board 
October 7, 2003 

Minutes

Members present:  Phillip C. Diebel (chair), Jesse Rogers, Sandra Harper, Ken Craycraft, Bill 
Perry, Dana Dunn, Tom Kale, and John Opperman. 

Members absent:  Guy Bailey, Sheldon Eckland-Olson, James Simmons, and Karen S. Haynes. 

Marsha Kelman attended for Sheldon Ekland-Olson and Mike Ferguson attended for James 
Simmons.

Phil Diebel convened the meeting in the Board Room of the Texas Higher Education 
Coordinating Board at 9:00 a.m. on October 7, 2003. 

Phil Diebel had asked all the committee members at the previous meeting to discuss with 
members of their own institution whether the methodology under discussion was a reasonable 
approach to determine the relative weights of the matrix.  The discussion by the Study 
Committee focused almost exclusively on how Departmental Operating Expense (DOE) was to 
be allocated.  Each member of the Study Committee indicated their preference for an allocation 
methodology using either semester credit hours, faculty salaries, or some blend of the two.
While there was consensus that a blended approach seemed most appropriate because it captured 
the different institutional missions, there was no agreement on what that blend should be.  For 
the larger schools, allocating DOE using faculty salaries seemed most appropriate because it 
captured their research-oriented mission.  The smaller schools tended to favor use of semester 
credit hours because it was more reflective of their undergraduate teaching mission.   

Mr. Diebel then held discussions and votes regarding the appropriateness of the allocation 
methodologies for the remaining four cost centers (Faculty Salaries, Academic Support, 
Institutional Support, and Student Services).  There was unanimous agreement that these 
allocation methodologies were all reasonable.  Following a brief recess, Mr. Diebel proposed that 
a subcommittee be formed to make a specific recommendation to the I & O Committee as to how 
DOE should be allocated.  Appointed to the subcommittee, which will be chaired by Mr. Diebel, 
were Sandra Harper, Bill Perry, Bill Nance, Mike Ferguson, Marsha Kelman, Jim Brunjes.  Any 
other Study Committee members may also participate.  The subcommittee will hold one meeting 
prior to the next Study Committee meeting.  Notification of time and place for the subcommittee 
meeting will be sent to all Study Committee members. 

The Study Committee will meet again on November 4, 2003 at 11:00 a.m.  The meeting was 
adjourned at approximately 11:00 p.m. 



Instruction and Operation (I & O) Formula Study Committee 
University Formula Advisory Committee 

Texas Higher Education Coordinating Board 
November 4, 2003 

Minutes

Members present:  Phillip C. Diebel (chair), Jesse Rogers, Sandra Harper, Ken Craycraft, Bill 
Perry, Tom Kale, and Guy Bailey. 
.
Members absent:  Dana Dunn, Karen S. Haynes, John Rudley, James Simmons, Sheldon 
Ekland-Olson, and John Opperman 

Marsha Kelman attended for Sheldon Ekland-Olson, Mike Ferguson attended for James 
Simmons, Jim Brunges attended for John Opperman, Ed Hugetz attended for John Rudley, and 
Wayne Beran attended for Karen Haynes.

Phil Diebel convened the meeting in the Board Room of the Texas Higher Education 
Coordinating Board at 11:06 a.m. on November 4, 2003. 

The minutes from the October 7, 2003 meeting were approved. 

Dr. Ann Stuart (Texas Women’s University) and Ed Hugetz (University of Houston System) 
made presentations about the results and how their institutions were going to be affected.  While 
both indicated that the cost study was a beneficial exercise, implementing the results would have 
a serious impact on their institutions.  Dr. Stuart pointed out that TWU has a unique mission in 
that 50 percent of their semester credit hours for graduate work, and 67 percent related to Health 
Services, Nursing, and Education, all of which are subject to substantial reductions under the 
calculated matrix.  Mr. Hugetz stated that the cost study only captured one year’s data, which 
meant that trends could not be examined within the current analytical framework.  He also 
argued that trends in other states should be considered as well as this would provide an additional 
benchmark against which these results could be compared. 

Mr. Diebel discussed the results of using a multiplier matrix as a mechanism to provide a 
transition for those discipline levels that were experiencing significant reductions.  The example 
presented restored three matrix values (master’s level Health Services, upper-division Nursing, 
and Pharmacy special professional) to their current values, which mitigated much of the formula 
funding reduction experienced by TWU and University of Houston.  This is an alternative to a 
hold harmless provision, which could only be accomplished with additional funding.  The effect 
of the multiplier matrix is to redistribute the current level of funding, which means that the gains 
experienced by those schools with master’s level Health Services, upper-division Nursing, and 
Pharmacy special professional would be offset by losses among the other schools.  

Mr. Diebel also discussed how Departmental Operating Expense (DOE) was to be allocated.  A 
DOE workgroup had met on October 29 and agreed that each school should specify their 
preference for an allocation methodology using either semester credit hours, faculty salaries, or 
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some blend of the two.  Jeff Phelps had surveyed the schools and had received answers from 20 
of the 34 universities.  These allocation methods have been incorporated into the base case 
scenario.

Discussions regarding the appropriateness of using the cost analysis to determine the relative 
weights continued.  There was general agreement that the methodology is a reasonable one, and 
that the dramatic reductions that some of the universities faced was likely to have to be 
accommodated in some fashion.  Following a brief recess for lunch, Mr. Diebel proposed that a 
subcommittee be formed to make recommendations to the I&O Study Committee on 
mechanisms for transitions that would mitigate the funding reductions.  Mr. Diebel, Bill Perry, 
and Jeff Phelps will meet to develop some alternative transition methods.  The meeting will be 
scheduled shortly, and any other members may also participate.  The committee will hold one 
meeting prior to the next FAC meeting on December 15th.  Notification of time and place will be 
sent to all members. 

The I&O Study Committee will meet again on December 15, 2003 at 9:00 a.m.  The meeting was 
adjourned at approximately 2:00 p.m. 



Instruction and Operation (I & O) Formula Study Committee 
University Formula Advisory Committee 

Texas Higher Education Coordinating Board 
December 15, 2003 

Minutes

Members present:  Phillip C. Diebel (chair), Jesse Rogers, Dana Dunn, Sandra Harper, Ken 
Craycraft, Bill Perry, Tom Kale, James Simmons,  John Rudley, John Opperman, and Guy 
Bailey.

Marsha Kelman attended for Sheldon Ekland-Olson.   

Also present:  Ann Stuart 

Phil Diebel convened the meeting in the Board Room of the Texas Higher Education 
Coordinating Board at 9:00 a.m. 

The minutes from the previous meeting were approved. 

Mr. Diebel presented the topics for committee consideration at today’s meeting.  This included 
consideration of  (1) the cost-based methodology for determining the relative weights of the 
Instruction & Operations Matrix, (2) implementation alternatives, (3) timing of the 
implementation, (4) which year’s cost data should be used, and (5) whether the methodology 
should consider grouping institutions, which would require the development of more than one 
matrix. 

Lengthy discussion followed regarding the appropriateness of applying the cost-based 
methodology for determining the values of the relative weights.  Several letters are attached that 
detail the arguments for and against implementing the proposed methodology.  The committee 
then voted 9 to 1 to recommend the methodology to the UFAC. 

The implementation scenarios were then discussed.  The base case and two alternative scenarios 
were presented.  The committee expressed concern that immediate implementation of the base 
case would be particularly harmful to two institutions, Texas Southern and Texas Woman’s 
Universities, which would be subject to the largest percentage reductions. 

Scenario #2 proposed a budget-neutral phase-in in which half of the rate of change between the 
relative weights contained in the current matrix and the relative weights of the calculated matrix 
would be applied.  The three exceptions to this would be the undergraduate, upper-division 
nursing, master’s-level health services, and special professional pharmacy.  These three relative 
weights have been adjusted so no single institution would lose more than 3 percent.
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Scenario #3 showed the additional funding that would be required if the rate were to be adjusted 
so that no school lost more than 3 percent.  This would require an additional ~$250 million per 
year, which is slightly less than the amount of annual special item funding.  The committee 
approved Scenario #2.

The committee then discussed for which biennium to implement the proposed methodology, and 
voted nine to one to implement the methodology for the FY 2006-2007 biennium.  As the 
attached correspondence indicates, there were two participants who preferred additional studies 
and analyses such that implementation would either not occur at all or possibly occur at a later 
time. 

Finally, the committee discussed which year’s data should be used.  Several participants felt that 
more than one year of cost data should be used to perform the analysis and that three years of 
data would be a reasonable standard.  It was also discussed that on a statewide basis, educational 
service delivery changes slowly and the need for a third year’s cost data was not critical to 
validating the I&O formula matrix.  In addition, because of the conflict with the timing of the 
next legislative session and when FY 2004 data would become available, it was decided that 
FY 2002 and FY 2003 institutional data would be averaged and serve as the basis for the 
recommendations for the FY 2006-2007 biennium.  Subsequent formula advisory committees 
would determine the number of years of data to be used along with possible weighting schemes. 

The committee then discussed and recommended that the following recommendations be 
forwarded to the UFAC for consideration: 

1. No change is recommended to the 10 percent teaching supplement. 
2. A CPI inflation adjustment was recommended for the I&O rate ($51.25) 
3. Growth between the base periods should be fully funded, and a supplemental payment for 

dramatic growth, above 3%/6%, was recommended.  This is intended to address the 
participation goal of Closing the Gaps.

4. A supplemental payment for the success goal of Closing the Gaps was discussed, but no 
specific recommendation was provided.

5. Distance education was discussed, and the committee felt that by using a cost study  to 
establish I&O matrix values, the efficiencies (if any) of providing instruction 
electronically are appropriately captured. 

The Instruction and Operation Study Committee is not currently scheduled to meet again.  The 
meeting was adjourned at approximately 11:30 a.m. 

Attachments (Separate Cover Pages 5 thru 9 and Pages 12 thru 25 of I & O Committee 
Handouts)

A copy of these minutes is available on our website.  








































	09-09-03 minutes
	10-07-03 minutes
	11-04-03 minutes
	12-15-03 minutes
	attachment - Page 7-11
	attachment - Page 12-18
	attachment - Page 19-25




